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STATEMENT AS OF JUNE 30, 2006 OF THE MEMPHIS MANAGED CARE CORPORATION

ASSETS

Current Statement Date 4
1 2 3
Net Admitted
Nonadmitted Assets (Col. 1 Prior Year Net
Assets Assets minus Col. 2) Admitted Assets
L BONAS 17,614,695 |.............o ] 17,614,695 |....... 17,364,710
2. Stocks
2.1 Preferred StockS ... ..o
2.2 ComMON STOCKS ... ... [
3. Mortgage loans on real estate:
3 RISt lenS .
3.2 Otherthanfirstliens ........ ...
4. Realestate:
4.1 Properties occupied by the company (less§................. encumbrances) .. ....oooi e
4.2 Properties held for the production of income (less$................. encumbrances) ...
4.3 Properties held for sale (less$................. ENCUMDIANCES) ...
5 Cash(§..... 7,427,459 ), cash equivalents ($................. )
and shortterminvestments ($ ... ) 741,459 (... 7,427,459 (.. ... .. 5,991,256
6.  Contract loans (including$ ................. PrEMUM NOtES) ... .o e
7. Otherinvested @SSets ... oo 1,436,439 | 1,436,439 |
8. Receivables for securities .......... ...
9. Aggregate write-ins for invested assets . ......... ...
10.  Subtotals, cash and invested assets (Line 1toLine9) .................... 26,477,593 | 26,477,593 |....... 23,355,966
1. Titleplantsless$.................. charged off (for Title insurersonly) ... e
12, Investmentincome dueand accrued ... . ... ... T34 73 | 165, 141
13, Premiums and considerations:
13.1" Uncollected premiums and agents' balances in the course of collection ......... ...
13.2 Deferred premiums, agents' balances and installments booked but deferred and not yet due
(including$§ ................. eamned but unbilled premiums) ... e
13.3  Accrued retrospective premiums ...
14, Reinsurance:
14.1° Amounts recoverable from reinSUrers ............ ...
14.2 Funds held by or deposited with reinsured companies ...
14.3  Other amounts receivable under reinsurance contracts ..................ooooiiiiiiiiii e L
15. Amounts receivable relating to uninsured plans ........... ... 5,972,817 ... 5,972,817 |........ 4,730,908
16.1 Current federal and foreign income tax recoverable and interest thereon ...
16.2 Netdeferred taxasset ... ... ..o
17, Guaranty funds receivable oron deposit . ........... ...
18.  Electronic data processing equipment and software ............. ... 603,577 |......... 603,577 |,
19.  Furniture and equipment, including health care delivery assets ($ ................. ) M35 | M35 |
20.  Net adjustment in assets and liabilities due to foreign exchangerates ...
21, Receivables from parent, subsidiaries and affiliates ........................... 35,133 | 28,078 |......... 287,05 |......... 563,933
22, Healthcare (§................. ) and other amounts receivable ... 115,007 |.......... 93,650 |.......... 2,87 |.......... 35,621
23, Aggregate write-ins for other than invested assets .................. 597,821 |......... 597827 | .o
24, Total assets excluding Separate Accounts, Segregated Accounts and Protected Cell Accounts (Line 10toLine23) ............|[....... 34,366,583 |........ 1,436,027 |....... 32,930,556 |....... 28,851,569
25, From Separate Accounts, Segregated Accounts and Protected Cell Accounts ...
26, Totals (Line24andLine 25) ............o oo 34,366,583 |........ 1,436,027 |....... 32,930,556 |....... 28,851,569
DETAILS OF WRITE-INS
0901.
0902.
0008,
0998. Summary of remaining write-ins for Line 9 from overflowpage ... L
0999. Totals (Line 0901 through Line 0903 plus Line 0998) (Line 9above) ...
2301, Prepaid EXPENSES ... ..o B9TB2T 597,527 | ..o
2300,
230,
2398. Summary of remaining write-ins for Line 23 fromoverflowpage ..................
2399. Totals (Line 2301 through Line 2303 plus Line 2398) (Line 23above) ... 597,821 |......... 597827 | .o




STATEMENT AS OF JUNE 30, 2006 OF THE MEMPHIS MANAGED CARE CORPORATION
LIABILITIES, CAPITAL AND SURPLUS

Current Period

Prior Year

1

Covered

2

Uncovered

1,584,342
XXX
XXX

XXX
XXX
XXX
XXX
XXX

XXX
XXX
XXX
XXX

XXX
XXX
XXX
XXX

31,346,214
32,930,556

26,538,308
28,851,569

1. Claims unpaid (less$ .................. reinsurance ceded) ... ...
2. Accrued medical incentive pool and bonus amounts. ................ ..
3. Unpaid claims adjustment eXpenses . .. ...t
4. Aggregate health policy FESEIVES. . . ... ... . .
5. Aggregate life pOlicy FESEIVES ... .. ..
6.  Property/casualty unearned premium rESEIVE. . .. ... oot
7. Aggregate health Claim reSerVeS . .. ... ..o
8. Premiumsreceived iNadVanCe. . ... ... . ..o
9. General expenses U Or aCCTUBA. ... ... ... ... .
10.1  Current federal and foreign income tax payable and interest thereon (including$ ................... on
realized gains (I0SSES)) ... ... .ot
10.2  Netdeferred tax liability. . ....... ... o
11, Ceded reinsurance premiums payable . . ........... i
12. Amounts withheld or retained for the account of others .......... ...
13. Remittances and items notallocated. ......... ... ...
14, Borrowed money (including$ ................... current) and interest thereon § ...
(including§ ................... CUITENE). .
15. Amounts due to parent, subsidiaries and affiliates........................
16, Payable for SECUMItIES . ... ... ..o
17, Funds held under reinsurance treaties with (§ ................... authorized reinsurers and
S unauthorized FeINSUTETS). . .. ... ... e
18.  Reinsurance in unauthorized COMPANIES. . . ... . ... ... . o
19. Net adjustments in assets and liabilities due to foreign exchangerates. ..........................o
20.  Liability for amounts held under uninsured plans. ........... ...
21, Aggregate write-ins for other liabiltties (including$ .................. CUITENE) . .o
22, Total liabilities (Line 110 LINE 21) ... . . o
23, Aggregate write-ins for special surplus funds. .. ... ... ...
24, Common capital StOCK. . ... ... ...
25, Preferred capital StOCK . ... ... .
26.  Gross paid in and contributed SUTPIUS. . . ... ... .o
2. SUIPIUS MOMES . .o
28.  Aggregate write-ins for other than special surplus funds . ...
29, Unassigned funds (SUMPIUS). .. ...
30.  Less treasury stock, at cost:
04 shares common (value included inLine 24§ ................. )
0.2 shares preferred (value includedin Line 25§ ................. )
31. Total capital and surplus (Line 23to Line 29 minus Line 30) ........... ...
32. Total Liabilities, capital and surplus (Line 22and Line 31)......................... .
DETAILS OF WRITE-INS
A PR
00,
203,
2198.  Summary of remaining write-ins for Line 21 from overflow page. ...
2199. Totals (Line 2101 through Line 2103 plus Line 2198) (Line 21above) ...
2301.
2302.
2303.
2398.  Summary of remaining write-ins for Line 23 from overflow page. ...
2399. Totals (Line 2301 through Line 2303 plus Line 2398) (Line 23above) ...
2801.
2802.
2803.
2898.  Summary of remaining write-ins for Line 28 from overflow page. ...
2899. Totals (Line 2801 through Line 2803 plus Line 2898) (Line 28above) ...

XXX

XXX

XXX

XXX




STATEMENT AS OF JUNE 30, 2006 OF THE MEMPHIS MANAGED CARE CORPORATION
STATEMENT OF REVENUE AND EXPENSES

Current Year to Date Prior Year to Date
1 2 3
Uncovered Total Total
1o Member MONtNS ... XXX 1,031,779 |.......... 1,152,980
2. Net premium income (including§ ................. non-health premiumincome) ... XXX
3. Change in unearned premium reserves and reserve for rate credits ... XXX
4. Fee-for-service (netof$................. medical BXPENSES) ... ...\t XXX
5. RISKTBVENUE ... XXX
6.  Aggregate write-ins for other health care related revenues ... XXX
7. Aggregate write-ins for other non-health revenues ......... ... XXX
8. Totalrevenues (Line 2toLine 7) ... .. XXX
Hospital and Medical:
9. Hospital/medical benefits ........ .. ...
10, Other professional SEIVICES .. .. ... ..ot e
1. Outsidereferrals ...
12, Emergency room and OUE-Of-8ra ............ooiiit i e
13, Presceription drugs ...
14, Aggregate write-ins for other hospital and medical ........... ...
15.  Incentive pool, withhold adjustments and bonus amounts ......... ... ...
16. Subtotal (Line9toLine 15) ... ...
Less:
17, Netreinsurance FECOVEMIES ... ... ..\ttt e
18. Total hospital and medical (Line 16 minus Line 17) ......... ..o e
19. Non-health claims (net) ... ... ...
20. Claims adjustment expenses, including$ .. ... 1,174,766 cost containment expenses ... 2,311,652 |.......... 1,435,309
21, General administrative EXpENSES . ... ... . i (5,490,565)]......... (5,379,299)
22, Increase in reserves for life and accident and health contracts (including§ ................. increase in
reserves for life only) ... ..
23, Total underwriting deductions (Line 18 through Line 22) .......... ... e (3,178,913)]......... (3,943,990)
24, Netunderwriting gain or (loss) (Line 8minusLine23) ... .. .. XXX | 318,913 ... 3,943,990
25, Netinvestmentincome €amed ... .. ... oo 588,298 |........... 345,954
26. Net realized capital gains (losses) less capital gains tax of § ...
27, Netinvestment gains (losses) (Line 25plusLine26) ...................oo 588,298 |........... 345,954
28, Net gain or (loss) from agents' or premium balances charged off [(@amount recovered $ ................. )
(amount charged off § ................. ) TN RS FONE SRR R
29.  Aggregate write-ins for other income or eXpenses ................ooiiii i 89,449 [........... 548,973
30.  Netincome or (loss) after capital gains tax and before all other federal income taxes ..................................
(Line 24 plus Line 27 plus Line 28 plus Line 29) ... o i XXX 3,856,660 |.......... 4,838,917
31, Federal and foreign income taxes iNCUITed .. ....... ..o i XXX
32, Netincome (loss) (Line 30minus Line 31) ... .o o XXX | 3,856,660 |.......... 4,838,917
XXX
XXX
. XXX
0698.  Summary of remaining write-ins for Line 6 from overflow page ... XXX
0699. Totals (Line 0601 through Line 0603 plus Line 0698) (Line 6above) ..., XXX
0700, XXX
0700, XXX
0703, XXX
0798.  Summary of remaining write-ins for Line 7 from overflow page ................... XXX
0799. Totals (Line 0701 through Line 0703 plus Line 0798) (Line 7above) ..., XXX
1401.
1402.
1403.
1498.  Summary of remaining write-ins for Line 14 from overflow page ...
1499. Totals (Line 1401 through Line 1403 plus Line 1498) (Line 14above) ...
2001, Other REVENUE .. ... o 548,973
2002, Medcall REVEBNUE . ... .. o 64,316 |
2003, MRIRBVENUE ... ... o BB
2998.  Summary of remaining write-ins for Line 29 from overflow page ...
2999. Totals (Line 2901 through Line 2903 plus Line 2998) (Line29above) ............coovoiiiiiiii e 89,449 |........... 548,973




STATEMENT AS OF JUNE 30, 2006 OF THE MEMPHIS MANAGED CARE CORPORATION
STATEMENT OF REVENUE AND EXPENSES (continued)

3.
34.
3.
36.
3.
38.
39.
40.
41.
42.
43.
44.

45.

46.
47.
48.
49.

CAPITAL AND SURPLUS ACCOUNT

Capital and SUrpIUS PrOr TEPOMING YBAT . .. .. ... .
Netincome (10sS) from Line 32. ... o
Change in valuation basis of aggregate policy and claims reServes . ........ ... ...
Change in net unrealized capital gains (losses) less capital gainstax of §.................. ... ...
Change in net unrealized foreign exchange capital gain Or (10SS). ... .. .. .. .ot
Change in net deferred INCOME taX . .. ... ... e
Change in noNadMItted @SSEES. . ... .. ..o
Change in unauthorized FeINSUTANCE. . ... ... ...\ e
Change intreasury StOCK ... ... ..o
Change in SUMPIUS NOTES . .. . ..o
Cumulative effect of changes in accounting PrinCiples . ... ... .. ... o
Capital Changes:

44.1 Paidin

44.2 Transferred from surplus (Stock DIVIdEN) . . ... .. ... oo
44,3 Transferred to SUMIUS. . ... ...
Surplus adjustments:

45.1 Paidin

45.2 Transferred to capital (Stock Dividend) . ... o
45.3 Tranferred from Capital. . ... ... o
Dividends 10 STOCKNOIAETS. . .. .. ...
Aggregate write-ins for gains or (I0SSES) INSUMPIUS . .. .. ... ..o
Net change in capital and surplus (Line 34t Line 47) ... ... o o

Capital and surplus end of reporting period (Line 33 plus Line 48)

1

Current
Year to Date

2

Prior Year
To Date

Prior Year

26,539,158
3,856,660

....... 1,266,197

4,807,906
31,347,064

21,118,907
4,838,917

4,828,014
25,946,921

21,118,938
7,972,686

5,420,220
26,539,158

DETAILS OF WRITE-INS

4701.
4702.
4703.
4798.
4799.

Audit Adjustment

Summary of remaining write-ins for Line 47 from overflow page. ...

Totals (Line 4701 through Line 4703 plus Line 4798) (Line 47 above)




STATEMENT AS OF JUNE 30, 2006 OF THE MEMPHIS MANAGED CARE CORPORATION

CASH FLOW

LR —

©Woo oo

. Total (Line 5 through Ling9)

. Net cash from investments (Line 12.8 minus Line 13.7 minus Line 14)

. Net cash from financing and miscellaneous sources (Line 16. 1 through Line 16.4 minus Line 16.5 plus Line 16.6)

. Net change in cash, cash equivalents and short-term investments (Line 11 plus Line 15 plus Line 17)

Cash from Operations

Premiums collected net of reiNSUrANCE. . ... ... .
Nt VSt MENt INCOME . . .
MISCElIaNEOUS INCOME . . .. e

Total (Line 1through Line 3) ... o

Benefit and loss related payments ... ... .
Net transfers to Separate, Segregated Accounts and Protected Cell ACCOUNtS . .. ... o o
Commissions, expenses paid and aggregate write-ins for deductions
Dividends paid t0 POlicYNOIAErS . . ... ..
Federal and foreign income taxes paid (recovered) $..................

. Net cash from operations (Line 4minusLine 10) ... ... .o o o

Cash from Investments

. Proceeds from investments sold, matured or repaid:

12.1
12.2
12.3
12.4
12.5
12.6
12.7

BOMS .
00K .
MOMGAgE I0BNS .. . ..o
REAl Bl . ..
Other INVESIEA ASSEES . .. ..o
Net gains or (losses) on cash, cash equivalants and short-terminvestments . ...
MISCEIIANEOUS PrOCERAS . .. . ... e

12.8  Total investment proceeds (Line 12.1through Line 12.7) ... ... oo

. Cost of investments acquired (long-term only):
13.1

BONAS ..
SHOCKS . .
MOMGAGE I0ANS ... .. o
Real S ate . .
Other IVested @SSBES . . ..
Miscellaneous appliCatioNS . . ... . ... ..

13.7 Total investments acquired (Line 13.1 through Line 13.6)

. Netincrease or (decrease) in contract loans and premium nOteS ......... ... ... o i i

Cash from Financing and Miscellaneous Sources

. Cash provided (applied):
16.1

Surplus notes, Capital NOMES . ... ... ...
Capital and paid in surplus, less treasury stock
BOMOWBA fUNGS . ..
Net deposits on deposit-type contracts and other insurance liabilities . ........... ...
Dividends to StOCKNOIAEIS ... ... ...
Other cash provided (applied)

RECONCILIATION OF CASH, CASH EQUIVALENTS AND SHORT-TERM INVESTMENTS

. Cash, cash equivalents and short-term investments:

191 BegiMniNg Of YBar. .. .
19.2 Endof period (Line 18 plus Line 19.1) ..o o

1 2

Current Year Prior Year Ended

To Date December 31
............................................. 732,382
.................. 531,240 |................ 1,085,237
................... 89,449 ...
.................. 620,689 |................ 1,817,619
(2,993,269 | 362,048
............... (2,993,269){................ 3,162,048
................ 3,613,958 [............... (1,344,429)
................ 4,701,259 |................ 3,197,098
BB |
................ 4,765,820 |................ 3,197,098
................ 4,900,779 |............... 17,358,313
00,000 |
................ 6,400,779 |............... 17,358,313
............... (1,634,959)|.............. (14,161,215)

.......................................... (3,000,000)
................. (542,796) ... ... 324,095
_________________ (542,796) | ................ 3,324,005
................ 1,436,203 |.............. (12,181,549)
................ 5,991,256 |............... 18,172,805
................ TATA59 | 5,991,256

Note: Supplemental disclosures of cash flow information for non-cash transactions:




STATEMENT AS OF JUNE 30, 2006 OF THE MEMPHIS MANAGED CARE CORPORATION

EXHIBIT OF PREMIUMS, ENROLLMENT AND UTILIZATION

Total

Comprehensive (Hospital and Medical)

2

Individual

3
Group

Medicare
Supplement

7

Federal
Employees
Health Benefit Plan

Title XVl
Medicare

Title XIX
Medicaid

Stop
Loss

Disability
Income

12

Long-Term
Care

Other

Total Members at end of:

1.
2.
3.
4.
5.

Prior Year............
First Quarter..........
Second Quarter

Third Quarter

Current Year..........

2,246,795
518,118
513,661

2,246,795
518,118
513,661

6. Current Year Member Months

Total Member Ambulatory Encounters for Period:

1.
8.

Physician.............

Non-Physician

. Hospital Patient Days Inc

urred

. Number of Inpatient Adm

ISSIONS. .. ...

. Life Premiums Direct

. Health Premiums Written

. Health Premiums Earned

. Amount Incurred for Provi

. Property/Casualty Premiums Written. .......................

. Property/Casualty Premiums Earned. . ......................

. Amount Paid for Provision of Health Care Services............

ision of Health Care Services. ........




STATEMENT AS OF JUNE 30, 2006 OF THE MEMPHIS MANAGED CARE CORPORATION

CLAIMS UNPAID AND INCENTIVE POOL, WITHHOLD AND BONUS (Reported and Unreported)

Aging Analysis of Unpaid Claims

1
Account

2
1-30 Days

3
31-60 Days

4
61-90 Days

5
91- 120 Days

6
Over 120 Days

7
Total

NONE




STATEMENT AS OF JUNE 30, 2006 OF THE MEMPHIS MANAGED CARE CORPORATION

UNDERWRITING AND INVESTMENT EXHIBIT

ANALYSIS OF CLAIMS UNPAID - PRIOR YEAR - NET OF REINSURANCE

5 6
Claims Paid Year to Date Liability End of Current Quarter
Estimated Claim
1 2 3 4 Reserve and
Claim
On Claims Incurred On Claims Incurred On Claims Unpaid On Claims Incurred Claims Incurred Liability
Prior to January 1 During the December 31 of During the in Prior Years December 31 of
Line of Business of Current Year Year Prior Year Year (Columns 1 plus 3) Prior Year

1. Comprehensive (hospital and medical)

2. Medicare Supplement

3. Dental only

4. Vision only
5. Federal Employees Health Benefits Plan
6. Title XVIIl - Medicare
7. Title XIX - Medicaid
8. Other health
9. Health subtotal (Line 1to Line 8)

Totals

Healthcare recievables (a)
. Other non-health

Medical incentive pools and bonus amounts

(a) Excludes $



STATEMENT AS OF JUNE 30, 2006 OF THE MEMPHIS MANAGED CARE CORPORATION

NOTES TO FINANCIAL STATEMENTS

9.

10.

Income Tax

A.  Components of net deferred income tax asset or liability
N/A

B.  DTLs not recognized
N/A

C.  Significant components of income taxes incurred
N/A

D.  Significant reconciling items of income taxes incurred
N/A

E(1). Operating loss and tax credit carry forwards
N/A

E(2). Recoupment of Income taxes available in the event of future losses
N/A

F Consolidated federal Income tax return

N/A

Information Concerning Parent, Subsidiaries and Affiliates

A

The company is jointly owned by The Regional Medical Center (The
Med) & University of Tennessee Medical Group (UTMG).

Description of transactions
N/A

Dollar amount of Transactions
N/A

At June 30, 2006 the company had $287,054 due from Mid-South Health Solutions for
Services rendered and $25,078 due from the Med for Medcall and MRI Services.

Guarantees or undertakings for the benefit of an affiliate

N/A

Description of any material management contracts with related parties
N/A

Ownership in the company is 50% The Med, 50% UTMG

Amount deducted from the value of an upstream intermediate entity
N/A

The company owns 100% interest in Mid South Health Solutions, whose carrying value
does not equal or exceeds 10% of the admitted assets of Memphis Managed Care
Corporation. Memphis Managed Care Corporation carries Mid South Health Solutions a
Non-Insurance company at GAAP Equity.

Based on Memphis Managed Care Corporation ownership percentage of Mid South
Health Solutions a Non-Insurance Company, the statement value of Mid South Health
Solutions, Non-Insurance Company assets and Liabilities as of June 30, 2006 were
$1,744,212 and $308,774, respectively.

10



STATEMENT AS OF JUNE 30, 2006 OF THE MEMPHIS MANAGED CARE CORPORATION
NOTES TO FINANCIAL STATEMENTS

17.

22.

Memphis Managed Care Corporation’s share of Net Income (Loss) of Mid South Health
Solutions was ($64,562) for the Quarter ended June 30, 2006.

J. The company did not recognize any impairment write down for its investments in
Subsidiary, Controlled or Affiliated Companies during the Statement period.

Sale, Transfer and Servicing of Financial Assets and Extinguishments of Liabilities

C. Memphis Managed Care Corporation did not engage in any wash sales for the quarter
Ending June 30,2006.

Events Subsequent

Memphis Managed Care Corporation has formed a wholly owned
subsidiary known as “Mid South Health Solutions”. Memphis Managed
Care Corporation purchased from MHS 100% of the issued and
outstanding stock for $1,500,000.00.

Audit Adjustment — In our current contract with the State of Tennessee a
portion of our administrative fees are at risk. Because of the uncertainty
at the time, to our performance in relation to the targets set by the State,
Memphis Managed Care reserved against this risk starting in July 2005. In
April of 2006 we received a bonus payment from the State for exceeding

our 3rd quarter 2005 performance targets. Our external auditors reversed

the risk reserve for the 3rd quarter and recorded the bonus payment as
ASO revenue for 2005. The total adjustment for 2005 was 1,266,197.

10.1



STATEMENT AS OF JUNE 30, 2006 OF THE MEMPHIS MANAGED CARE CORPORATION

GENERAL INTERROGATORIES

(Responses to these interrogatories should be based on changes that have occurred since prior year end unless otherwise noted)

PART 1 - COMMON INTERROGATORIES

GENERAL
1.1 Did the reporting entity experience any material transactions requiring the filing of Disclosure of Material Transactions with the State of Domicile, as required by the
Model Act? Yes () No (X)
1.2 Ifyes, has the report been filed with the domiciliary state? Yes () No ()
2.1 Has any change been made during the year of this statement in the charter, by-laws, articles of incorporation, or deed of settlement of the reporting
entity? Yes () No (X)
2.2 |Ifyes, dateofchange:
If not previously filed, furnish herewith a certified copy of the instrument as amended.
3. Have there been any substantial changes in the organizational chart since the prior quarter end? Yes () No (X)
If yes, complete the Schedule Y - Part 1 - organizational chart.
4.1 Has the reporting entity been a party to a merger or consolidation during the period covered by this statement? Yes () No (X)
4.2 Ifyes, provide name of entity, NAIC Company Code, and state of domicile (use two letter state abbreviation) for any entity that has ceased to exist as a result of the
merger or consolidation.
1 2 3
Name of Entity NAIC Company Code State of Domicile
5. Ifthe reporting entity is subject to a management agreement, including third-party administrator (s) , managing general agent (s), attorney-in-fact, or similar agreement,
have there been any significant changes regarding the terms of the agreement or principals involved? Yes () No () N/A (X)
If yes, attach an explanation.
6.1 State as of what date the latest financial examination of the reporting entity was made or is being made. 06/30/2005
6.2 State the as of date that the latest financial examination report became available from either the state of domicile or the reporting entity.
This date should be the date of the examined balance sheet and not the date the report was completed or released. 06/30/2005
6.3  State as of what date the latest financial examination report became available to other states or the public from either the state of domicile or the reporting entity.
This is the release date or completion date of the examination report and not the date of the examination (balance sheet date) . 03/2412006
6.4 By what department or departments?
TENNESSEE DEPARTMENT OF COMMERCE AND INSURANCE , TENNCARE DIVISION
7.1 Has this reporting entity had any Certificates of Authority, licenses or registrations (including corporate registration, if applicable) suspended or revoked by any
governmental entity during the reporting period? (You need not report an action, either formal or informal, if a confidentiality clause is part of the
agreement. ) Yes () No (X)
7.2 Ifyes, give full information
8.1 Is the company a subsidiary of a bank holding company regulated by the Federal Reserve Board? Yes () No (X)
8.2 Ifresponse to8.1is yes, please identify the name of the bank holding company.
8.3 Is the company affiliated with one or more banks, thrifts or securities firms? Yes () No (X)
8.4 Ifresponse to 8.3 s yes, please provide below the names and location (city and state of the main office) of any affiliates regulated by a federal regulatory services agency
[i.e. the Federal Reserve Board (FRB), the Office of the Comptroller of the Currency (OCC), the Office of Thrift Supervision (OTS), the Federal Deposit Insurance
Corporation (FDIC) and the Securities Exchange Commission (SEC)] and identify the affiliate's primary federal regulator.
1 2 3 4 5 6 7
Location
Affiliate Name (City, State) FRB 0cc 0TS FDIC SEC
FINANCIAL
9.1 Does the reporting entity report any amounts due from parent, subsidiaries or affiliates on Page 2 of this statement? Yes (X) No ()
9.2 Ifyes, indicate the amounts receivable from parent included in the Page 2 amount: S 25,078

1"



STATEMENT AS OF JUNE 30, 2006 OF THE MEMPHIS MANAGED CARE CORPORATION

GENERAL INTERROGATORIES (continued)

(Responses to these interrogatories should be based on changes that have occurred since prior year end unless otherwise noted.)
INVESTMENT

10.1 Has there been any change in the reporting entity's own preferred or common stock?

10.2 Ifyes, explain

Yes () No (X)

11.1 Were any of the stocks, bonds, or other assets of the reporting entity loaned, placed under option agreement, or otherwise made available for use by another person?
(Exclude securities under securities lending agreements.. )

11.2 Ifyes, give full and complete information relating thereto:

Yes () No (X)

12. Amount of real estate and mortgages held in other invested assets in Schedule BA:

13. Amount of real estate and mortgages held in short-term investments:

14.1 Does the reporting entity have any investments in parent, subsidiaries and affiliates?

14.2 Ifyes, please complete the following:

1 2
Prior Year-End Book/ Current Quarter
Adjusted Carrying Value Statement Value
.21 BONAS ... S S
14,22 Preferred StOCK ... S S
14,23 CommMON SEOCK ... ... S S
14,24 Short-Term Investments. .. ... S S
14.25 Mortgage LoansonReal Estate ................................ S S
1426 ALOMNET ... S S
14.27 Total Investment in Parent, Subsidiaries and Affiliates (Subtotal Line 14.21to Line 14.26) ................ S S
14.28 Total Investment in Parent included in Line 14.21to Line 14.26above .................................. S S
15.1 Has the reporting entity entered into any hedging transactions reported on schedule DB? Yes () No (X)
15.2 If yes, has a comprehensive description of the hedging program been made available to the domiciliary state? Yes () No ()
If no, attach a description with this statement.
16.  Excluding items in Schedule E, real estate, mortgage loans and investments held physically in the reporting entity's offices, vaults or safety deposit boxes,

were all stocks, bonds and other securities, owned throughout the current year held pursuant to a custodial agreement with a qualified bank or trust company in

accordance with Part 1-General, Section IV.H-Custodial or Safekeeping Agreements of the NAIC Financial Condition Examiners Handbook?

Yes () No (X)

16.1 For all agreements that comply with the requirements of the NAIC Financial Condition Examiners Handbook, complete the following:

1
Name of Custodian(s)

2
Custodian Address

16.2 For all agreements that do not comply with the requirements of the NAIC Financial Condition Examiners Handbook, provide the name, location and a complete explanation:

2

3
Location (s) Complete Explanation (s)

16.3  Have there been any changes, including name changes, in the custodian (s) identified in 16. 1 during the current quarter?

16.4 Ifyes, give full and complete information relating thereto:

1 2 3 4
Date
Old Custodian New Custodian of Change Reason

16.5 Identify all investment advisors, brokers/dealers or individuals acting on behalf of brokers/dealers that have access to the investment accounts, handle securities and have authority to make investments

on behalf of the reporting entity:

1 2 3
Central Registration Depository Name(s) Address
17.1 Have all the filing requirements of the Purposes and Procedures Manual of the NAIC Securities Valuation Office been followed? Yes (X) No ()

17.2 If no, list exceptions:




STATEMENT AS OF JUNE 30, 2006 OF THE MEMPHIS MANAGED CARE CORPORATION

SCHEDULE A - VERIFICATION

Real Estate

1 2
Prior Year Ended

Year To Date December 31

OO~ UL

. Total nonadmitted amounts

Book/adjusted carrying value, December
Increase (decrease) by adjustment
Cost of acquired
Cost of additions to and permanent impro\
Total profit (loss) on sales
Increase (decrease) by foreign exchange
Amount received on sales
Book/adjusted carrying value at end of cul
Total valuation allowance
Subtotal (Line 8 plus Line 9)

Statement value, current period (Page 2, real estate lines, Net Admitted Assets column)

SCHEDULE B - VERIFICATION

Mortgage Loans

1
Year To Date

2
Prior Year Ended
December 31

. Book value/recorded investment excluding 2rrriiad intaract an martnanac auwnad  Naramhar 21 of nrinr vaar
. Amount loaned during period:

. Accrual of discount and mortgage interest
. Total profit (loss) on sale

. Amounts paid on account or in full during t
. Amortization of premium

2.1, Actual cost at time of acquisitions .
2.2.  Additional investment made after a

Increase (decrease) by adjustment

NONE

Increase (decrease) by foreign exchange

. Book value/recorded investment excluding
. Total valuation allowance
. Subtotal (Line 9 plus Line 10)
. Total nonadmitted amounts

Statement value of mortgages owned at end of current period (Page 2, mortgage lines, Net Admitted Assets column)

SCHEDULE BA - VERIFICATION

Other Invested Assets

1
Year To Date

2
Prior Year Ended
December 31

. Cost of acquisitions during period:

. Subtotal (Line 9 plus Line 10)
. Total nonadmitted amounts

Book/adjusted carrying value of long-term invested assets owned, December 31 of prior year
2.1, Actual cost at time 0f aCqUISIHIONS . ... .. ... ... o
2.2, Additional investment made after acquisitions
Accrual of discount
Increase (decrease) by adjustment
Total profit (loss) on sale
Amounts paid on account or in full during the period
Amortization of premium
Increase (decrease) by foreign exchange adjustment
Book /adjusted carrying value of long-term invested assets at end of current period
Total valuation allowance

Statement value of long term invested assets at end of current period (Page 2, Line 7, Column 3)

SCHEDULE D - VERIFICATION

Bonds and Stocks

1
Year To Date

2
Prior Year Ended
December 31

. Book/adjusted carrying value of bonds and stocks, December 31 of prior year
. Cost of bonds and stocks acquired
. Accrual of discount

OO0 U W

Increase (decrease) by adjustment
. Increase (decrease) by foreign exchange adjustment
. Total profit (loss) on disposal
. Consideration for bonds and stocks disposed of
. Amortization of premium
. Book/adjusted carrying value, current period
. Total valuation allowance
. Subtotal (Line 9 plus Line 10)
. Total nonadmitted amounts
. Statement value

17,364,710
4,900,779

4,701,259
___________ (50,465
17,614,695

3,203,495
17,358,313

12
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STATEMENT AS OF JUNE 30, 2006 OF THE MEMPHIS MANAGED CARE CORPORATION

SCHEDULE D - PART 1B

Showing the Acquisitions, Dispositions and Non-Trading Activity

During the Current Quarter for all Bonds and Preferred Stock by Rating Class

1 2 3 4 5 6 7 8
Book/Adjusted Book/Adjusted | Book/Adjusted | Book/Adjusted | Book/Adjusted
Carrying Value Acquisitions Dispositions Non-Trading Carrying Value | Carrying Value | CarryingValue | Carrying Value
Beginning of During During Activity During End of End of End of December 31
Current Quarter | Current Quarter | Current Quarter | Current Quarter First Quarter Second Quarter | Third Quarter Prior Year
BONDS
e Ol 16,031,398 |....... 4,296,524 |...... 2,503,457 |....... (119,770)]..... 16,031,398 |..... 17,614,695 |................|..... 17,364,710
2 ClaSS . o
3 ClaSS 3
A ClaSS
B ClaSS B,
B, ClaSS B, ..
T Tt BONGS. . ..o 16,031,398 |....... 4,296,524 |...... 2,503,457 |....... (119,770)]...... 16,031,398 |..... 17,614,695 |................|..... 17,364,710
PREFERRED STOCK
. ClaSS 1 e
0, ClaSS . .
10, CIaSS 3
L O T P B B P F S PN R PO
12 ClaSS B,
13 ClaSS 6. .
14, Total Preferred StOCK ... ... ... o
15, Total Bonds and Preferred StOCK. . ... o 16,031,398 |....... 4,296,524 |...... 2,503,457 |....... (119,770)]..... 16,031,398 |..... 17,614,695 |................|..... 17,364,710




STATEMENT AS OF JUNE 30, 2006 OF THE MEMPHIS MANAGED CARE CORPORATION

SCHEDULE DA - PART 1

Short-Term Investments Owned End of Current Quarter

Book/Adjusted
Carrying Value

Par Value

3 4
Interest
Actual Collected
Cost Year To Date

5

Paid for Accrued
Interest
Year To Date

8299999  Totals

SCHEDULE DA - PART 2 - VERIFICATION

Short-Term Investments Owned

Year To Date

Prior Year Ended
December 31

XN O S © o N o o A~ w N —

. Book / adjusted carrying value, December 31 of prior year
. Cost of short-term investments acquired

. Increase (decrease) by adjustment

. Total profit (loss) on disposal of short-term i
. Consideration received on disposal of short-t
. Book / adjusted carrying value, current peric
. Total valuation allowance
. Subtotal (Line 7 plus Line 8)
. Total nonadmitted amounts

. Statement value (Line 9 minus Line 10)
. Income collected during period

. Income earned during period

. Increase (decrease) by foreign exchange ad”

14
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STATEMENT AS OF JUNE 30, 2006 OF THE MEMPHIS MANAGED CARE CORPORATION

SCHEDULE DB - PART F - SECTION 1

Replicated (Synthetic) Assets Open

Replicated (Synthetic) Asset

Components of the Replicated (Synthetic) Asset

Replication
RSAT
Number

Description

3

NAIC Designation

or
Other Description

Statement Value

Fair Value

Derivative Instruments Open

Cash Instrument s) Held

6

Description

Fair Value

cusip

Description

10

Statement Value

Fair Value

12

NAIC Designation
or
Other Description

NONE
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STATEMENT AS OF JUNE 30, 2006 OF THE MEMPHIS MANAGED CARE CORPORATION

SCHEDULE DB - PART F - SECTION 2

Reconciliation of Replicated (Synthetic) Assets Open

First Quarter Second Quarter Third Quarter Fourth Quarter Year To Date
1 2 3 4 5 6 7 8 9 10
Total Replicated Total Replicated Total Replicated Total Replicated Total Replicated
Number of (Synthetic) Assets Number of (Synthetic) Assets Number of (Synthetic) Assets Number of (Synthetic) Assets Number of (Synthetic) Assets
Positions Statement Value Positions Statement Value Positions Statement Value Positions Statement Value Positions Statement Value
. Beginning Inventory ... e
. Add:  Opened or Acquired Transactions ..................ccocoeeiiiiiiiiiiii o bl
. Add:  Increases in Replicated Asset Statement Value ........................... XXX XXX XXX
. Less:  ClosedorDisposedof Transactions.................................................. ... RO B F WV BESQ B B
. Less:  Positions Disposed of for Failing EffectivenessCriteria........................ococcccc oo I QO B B B R QR B BT
. Less:  Decreases in Replicated (Synthetic) Asset Statement Value .............................. XX0 0B ' G B OV BPemmwm | XXX XXX
. EndingInventory ... ‘ .................... ‘ .................... ‘ .................... ‘ .........................................................................................................................




STATEMENT AS OF JUNE 30, 2006 OF THE MEMPHIS MANAGED CARE CORPORATION

SCHEDULE S - CEDED REINSURANCE

Showing All New Reinsurers - Current Year to Date

1
NAIC
Company
Code

2 3 4
Federal

D
Number Name of Reinsurer Location

Is Insurer
Authorized?
(Yes or No)

NONE

17




STATEMENT AS OF JUNE 30, 2006 OF THE MEMPHIS MANAGED CARE CORPORATION

SCHEDULE T - PREMIUMS AND OTHER CONSIDERATIONS

Current Year to Date - Allocated by States and Territories

Guaranty
Fund
(Yes or No)

Is Insurer
Licensed ?
(Yes or No)

Direct Business Only Year to Date

Accident and
Health
Premiums

Medicare
Title XVIII

5

Medicaid
Title XIX

6
Federal
Employees
Health Benefits
Program
Premiums

7
Life and
Annuity
Premiums and
Deposit-Type
Contract Funds

Property/
Casualty
Premiums

States, Etc.

10 Alabama .. ... AL
2.0 Aaska. ... ... AK
3.0 ANZONa L AZ
4 AKaNSas. ... ... AR
5. California.. ... CA
6. Colorado......... .. ... co
7. Connecticut. ......... .. ... .. CT
8. Delaware.... ... ... ... DE
9. Districtof Columbia. ... DC
10. Florida........ ... FL
11 GBOMGIA. ..o GA
120 Hawaii ... HI
13, Mdaho. ... D
W, Min0is ... IL
15, Indiana. ... IN
16, lowa.. ... ... IA
17, KaNSaS. ... KS
18, Kentucky. ... KY
19 Louisiana. . ........ ... LA
200 Maine. ... ... ME
200 Maryland. ... MD
22. Massachusetts. ....................... MA
23, Michigan ... . MI
24, Minnesota. ... MN
25, MISSISSIPPI ... ... MS
26, MISSOUM. ... MO
21, Montana ... MT
28. Nebraska............. .. .. NE
29. Nevada......... ... .. NV
30, NewHampshire ... NH
31 NEWJBISeY. ..o

32, NewMexiCo ...

33, NewYork ...

34. NorthCarolina.................................................

35. NorthDakota .........................

36. Ohio. ... .. ...

37. OKlahoma............ .. ... .

38, OMEQON. ... ..

39. Pennsylvania ...

40. Rhodelsland .........................

41, SouthCarolina. ... . SC
42, SouthDakota................... ... ... ... SD
A3, TENNESSEE . ... .o ™
A TOXAS. .o 1D
45, Utah. ut
46, Vermont ... VT
A7, Virginia. ... VA
48, Washington. . ... WA
49, WestVirginia ... W
50, WISCONSIN . ... Wi
51 WYOMING. ... WY
52. AMENCan Samoa. . .............oooiii AS
53, GUAM. ... ely]
54, PuertoRICO............o PR
55. U.S.Virginlslands ... Vi
56. Northern Marianalslands........................................... MP
57. Canada.......... .. ... CN
58. Aggregate Other Alien. ... oT
59. Subtotal...... ... ...
60. Reporting entity contributions for Employee Benefit Plans. ...................
61. Total (Direct Business)..............coooiiiiii

DETAILS OF WRITE-INS
5801

5802.
5803.
5898.
5899.

Summary of remaining write-ins for Line 58 from overflow page. ...

Total (Line 5801 through Line 5803 plus Line 5898) (Line 58 above)

(a) Insert the number of yes responses except for Canada and Other Alien.

18
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STATEMENT AS OF JUNE 30, 2006 OF THE MEMPHIS MANAGED CARE CORPORATION

SCHEDULE Y - INFORMATION CONCERNING ACTIVITIES
OF INSURER MEMBERS OF A HOLDING COMPANY GROUP

All entity members of a Holding Company Group that have acquired and/or disposed of any domestic entity (s) since filing the last annual or quarterly statement
shall prepare a common schedule for inclusion in each of the individual quarterly statements

PART 1 - ORGANIZATIONAL LISTING

NAIC Group Code

3

Group Name NAIC Company Code

4

State of Domicile

FEI Number

6

Name of Company

UT MEDICAL GROUP INC & REGIONAL MEDICAL
UT MEDICAL GROUP INC & REGIONAL MEDICAL

62-1539163
20-4063319

MEMPHIS MANAGED CARE INCORPORATED. ............ooiiiiiii

MID-SOUTH HEA
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STATEMENT AS OF JUNE 30, 2006 OF THE MEMPHIS MANAGED CARE CORPORATION

SCHEDULE Y - INFORMATION CONCERNING ACTIVITIES
OF INSURER MEMBERS OF A HOLDING COMPANY GROUP

PART 1 - ORGANIZATIONAL CHART

Shelby County Health Care UT Medical Group, Inc., a
Corporation, d/b/a Regional 501(c)(3) tax exempt entity
Medical Center at Memphis
(a/k/a The Med), a 501(c)(3)
tax exempt entity

The Med is a member of MMCC UT Medical Group is a member of MMCC
50% 50%

Memphis Managed Care
Corporation ("MMCC")
(the Registrant)
501(c)(3) tax exempt
entitiy

MMCC owns all of the capital stock of MHS
100%

Midsouth Health
Solutions Inc. ("MHS"),
a for profit entity
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SCHEDULE A - PART 2

Showing All Real Estate ACQUIRED During the Current Quarter

STATEMENT AS OF JUNE 30, 2006 OF THE MEMPHIS MANAGED CARE CORPORATION

Location 4 5 6 7 8 9

Book / Adjusted Expended for
2 3 Carrying Additions and

Date Amount of Value Less Permanent
Description of Property City State Acquired Name of Vendor Actual Cost Encumbrances Encumbrances Improvements

SCHEDULE A - PART 3
Showing All Real Estate SOLD During the Quarter, Including Payments During the Final Year on "Sales under Contract"
1 Location 4 5 6 7 8 9 10 1 12 13 15 16
Expended for
2 3 Increase Additions, Gross Income
(Decrease) Permanent | Book/Adjusted Foreign Total Earned Less Taxes,
Name Increase by Foreign | Improvements |  Carrying Exchange Realized Profit Interest Repairs and

of (Decrease) by | Exchange [and Changesin| Value Less Amounts Profit (Loss) | Profit (Loss) (Loss) on Incurred on Expenses

Description of Property City State Disposal Date Purchaser Actual Cost | Adjustment | Adjustment |Encumbrances | Encumbrances | Received on Sale on Sale Encumbrances | Incurred

NONE
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STATEMENT AS OF JUNE 30, 2006 OF THE MEMPHIS MANAGED CARE CORPORATION

SCHEDULE B - PART 1

Showing All Mortgage Loans ACQUIRED during the Current Quarter

1 4 5 6 7 8 9 10 1 12
Location
2 3 Book
Value/Recorded Increase
Investment Increase (Decrease) by Value of Land Date of Last
Rate of Excluding Accrued | (Decrease) by | Foreign Exchange and Appraisal
Loan Number City State Loan Type Actual Cost Date Acquired Interest Interest Adjustment Adjustment Buildings or Valuation
SCHEDULE B - PART 2
Showing All Mortgage Loans SOLD, Transferred or Paid in Full During the Current Quarter
1 4 5 6 7 8 9 10 11 12 13
Location Book Book
Value/Recorded Increase Value/Recorded
2 3 Investment Increase (Decrease) Investment Foreign
Excluding (Decrease) by Foreign Excluding Exchange Realized Total
Date Accrued Interest by Exchange Accrued Interest | Consideration Profit (Loss) Profit (Loss) Profit (Loss)
Loan Number City State Loan Type Acquired Prior Year Adjustment Adjustment at Disposition Received on Sale on Sale on Sale

NONE
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STATEMENT AS OF JUNE 30, 2006 OF THE MEMPHIS MANAGED CARE CORPORATION

SCHEDULE BA - PART 1

Showing Other Long-Term Invested Assets ACQUIRED During the Current Quarter

1 2 5 6 7 8 9 10 1 12 13 14 15 16
Location Increase
Book/Adjusted Increase (Decrease) | Commitment
3 4 Date | Type Amount | Carrying Value (Decrease) | By Foreign for Percentage
CUSIP Name of Vendor NAIC | Originally | and Actual of Less Fair by Exchange Additional of
[dentification Name or Description City State or General Partner Designation | Acquired | Strategy Cost Encumbrances | Encumbrances Value Adjustment | Adjustment | Investment | Ownership
SCHEDULE BA - PART 2
Showing Other Long-Term Invested Assets SOLD, Transferred or Paid in Full During the Current Quarter
1 2 5 6 7 8 9 10 1" 12 13 14 15
Location
Book/Adjusted Increase | Book/Adjusted
3 4 Carrying Increase (Decrease) Carrying Foreign
Name of Purchaser Date Value Less (Decrease) by Foreign Value less Exchange Realized Total
CUSIP or Originally | Encumbrances by Exchange | Encumbrances | Consideration | Gain (Loss) | Gain (Loss) | Gain (Loss) Investment
Identification Name or Description City State Nature of Disposal Acquired Prior Year Adjustment Adjustment on Disposal Received on Disposal on Disposal on Disposal Income

NONE




¥03

STATEMENT AS OF JUNE 30, 2006 OF THE MEMPHIS MANAGED CARE CORPORATION

SCHEDULE D - PART 3

Show All Long-Term Bonds and Stock Acquired by the Company During the Current Quarter

1 2 3 4 5 6 7 8 9 10
Paid for Accrued NAIC Designation
Cusip Date Number of Shares Interest and or Market
Identification Description Foreign | Acquired Name of Vendor of Stock Actual Cost Par Value Dividends Indicator (a)

Bonds - All Other Governments

3133X1-4N-4 . ... FEDERALHOME LOAN BANK . ... oo 05/19/2008 GX CLARKE ... ... e 213,34 ... 215,000.00 ............. 1,09
3133XB-H9-9 ... FEDERALHOME LOANBANK .. ... . e 05/19/2008 GX CLARKE ... ... e 149,201 ... 150,000.00 ............... 600 ..
3133XF-NJ-1 .. FEDERALHOME LOAN BANK ... o 052212008 CREWS & ASSOC. ... . e 750,000 ........ 750,000.00 ...
3133XFK9-6. ... FEDERALHOME LOANBANK ... .. o 052212008 STEPHENS ..o e 800,000 ........ 800,000.00 ...
3133MW-2K-6 .. FEDERALHOME LOANBANK ... .. o 06/12/2008 GX CLARKE ... .. . o e 196,644 ......... 20,000.00 ............. 1,869
3133XA-GY-7 ... FEDERALHOME LOANBANK ... .. o 06/12/2008 GX CLARKE ... .. . o 98,609 ........ 100,000.00 ............. 1,02
31359M-S7-9 ... FEDERAL NATIONAL MORTGAGE ASSOC. ...\ . oot e 06/19/2008 CREWS & ASSOC. ... . i 550,000 ........ 550,000.00 ...
3134A4-RH-9 ... FEDERAL HOME LOAN MORTGAGE CORP. ... ..ot e 05/02/2008 FIRST TN. SECURITIES CORP. ... .. . ot e 489,505 ... 500,000.00 ............. 2,85 .
31359M-85-3 ... FEDERAL NATIONAL MORTGAGE ASSOC. ... .. oot 06/29/2006 LEHMAN BROTHERS-MUNICIPALS ... .. .. .o e 497,063 ........ 500,000.00 ............. 1,021
1099999 - Subtotal - Bonds - All Other GOVEIMMENTS . . .. .. ... 3,744,316 ... .. 3,585,000.00 ............. 7,89 ..
Bonds - Industrial and Miscellaneous (Unaffiliated)

025816-AN-9. ... AMERICAN EXPRESS CO. ... oot 05/04/2006 MORGAN STANLEY DWINC. ... .. e e 100,073 ........ 100,000.00 ............... T
073902-BZ-0 ... BEARSTEARNS CO. ..o 04/06/2006 MORGAN STANLEY DWINC. ...\ oo e 100,318 ........ 100,000.00 ............. 1,283
339030-AD-0.... FLEETBOSTON FINANCIAL CORP. ... e 04/04/2006 SCOTT AND STRINGFELLOW INV. CORP. ...\ oo e e 99,806 ........ 100,000.00 ............. 1,666 ...
459200-AW-1 ... INTERNATIONAL BUSINESS MACHINES ... ... o e 05/04/2006 FIRST TN SECURITIES CORP. ... .. 0 it e e 99,83 ........ 100,000.00 ............... T
617446-HB-8. ... MORGAN STANLEY GROUP INC. ... .. oo 04/04/2006 SCOTT AND STRINGFELLOW INV. CORP. ... .. o e 100,527 ........ 100,000.00 ................ 8
4599999 - Subtotal - Bonds - Industrial and Miscellaneous (Unaffiliated) ... ... ... o o 500,560 ........ 500,000.00 ............. 4193
8099997 - SUBOtAl - BONAS - Part 3 .. . 4,244,936 ... 4,085,000.00 ............ 12,000 ...
6099999 - SUBIOLAl - BONAS . .. ... 4,244,936 ... 4,085,000.00 ............ 12,000 ...
TA90000 - TOT AL .. 4244936 ... 12,00 ...

(a) For all common stock bearing the NAIC market indicator "U" provide: the number of such issues ..................
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STATEMENT AS OF JUNE 30, 2006 OF THE MEMPHIS MANAGED CARE CORPORATION

SCHEDULE D - PART 4

Show All Long-Term Bonds and Stock Sold, Redeemed or Otherwise Disposed of
by the Company During the Current Quarter

1 2 3 4 5 6 7 8 9 10 Change In Book/Adjusted Carrying Value 16 17 18 19 2 Al 22
NAIC
1" 12 13 14 15 Bond Designa-
Prior Current Current Foreign Interest/ tion or
Year Book/ | Unrealized Year's Year's Other Total Total Foreign | Book/Adjusted | Exchange Realized Total Stock Market
cusip Number Adjusted | Valuation (Amort- | Than Temporary | Change in Exchange | Carrying Value Gain Gain Gain Dividends Indi-
Identifi- Disposal of Shares Actual Carrying | Increase/ ization) / Impairment | B./A.C.V. | Changein | atDisposal | (Loss)on | (Loss)on | (Loss)on | Received | Maturity | cator
cation Description Foreign| Date Name of Purchaser of Stock | Consideration | Par Value Cost Value (Decrease) | Accretion Recognized | (11#12-13) | B./A.C.V. Date Disposal Disposal Disposal | During Year | Date (a)
Bonds - U.S. Governments
912828-CM-0 U.S. TREASURY ..................... oo 06/30/2006 AMSOUTHBANK. ... e 350,000 . 350,000.00 .. 347,334 .. 348,857 ............. ... L3 350,000 L 4,813 06/30/2006 ........
912828-CF-5 U.S. TREASURY ..................ooo o 05/01/2006 AMSOUTHBANK. ... s 250,000 . 250,000.00 .. 247,607 .. 248,795 ............. ... 1,205 250,000 L 2,813 04/30/2006 ........
0399999 - Subtotal - Bonds - U.S. GOVEIMMENLS .. .. ... ... 600,000 . 600,000.00 .. 594,941 .. 597,652 ............. ... 2,38 600,000 ... 7626 ...
Bonds - All Other Governments
31331T-ZV-6 FEDERAL FARMCREDITBANK. ........ ....... 04/12/2008 SUNTRUST ... s 455,000 . 455,000.00 .. 449,017 .. 452,731 ............. ... 2,260 455,000 .. 4,482 04/12/2006 ........
3133X6-J4-9 FEDERALHOME LOANBANK.......... ....... 04/2712008 SUNTRUST ... s 150,000 . 150,000.00 .. 148,485 .. 149,237 ............. ....... 103 150,000 ..o 1,763 04/27/2006 ........
3133XC-XA6 FEDERALHOME LOANBANK .......... ....... 05/30/2006 SUNTRUST ... s 550,000 . 550,000.00 .. 549,875 .. 500,000 .................. 50,000 .o 550,000 ..o e 15,422 05/30/2006 ........
3133XE-5U9 FEDERALHOME LOANBANK.......... ....... 06/30/2006 SUNTRUST ..o et 350,000 .. 35,000.00 .. 350,000 .. 350,000 .......iiii i e e e 350,000 .o 7,875 06/30/2006 ........
1099999 - Subtotal - Bonds - All Other GOVEIMENS. .. ... ...\t 1,505,000 1,190,000.00 1,497,377 1,451,968 ............. ..... 53,032 1,605,000 L 2058
Bonds - Industrial and Miscellaneous (Unaffiliated)
3128X3-BU6 FREDDIEMAC..............ccoooein it 04/28/2008 SUNTRUST ... s 500,000 . 500,000.00 ..493,516 .. 498,269 ................... L PSP 500,000 ..o 5,675 04/28/2006 ........
949740-BZ6 WELLSFARGO................ooovve i 04/03/2006 AMSOUTH ... s 100,000 . 100,000.00 .. 103,631 .. 100,796 ............. ...... (T96) .o 100,000 ..o 3,438 04/01/2006 ........
4599999 - Subtotal - Bonds - Industrial and Miscellaneous (Unaffiliated)...................... ... 600,000 . 600,000.00 .. 597,147 .. 599,065 ............. ....... 05 600,000 ... 9M3
6099997 - Subtotal - Bonds - Part 4 .. ... ... 2,705,000 2,390,000.00 2,689,465 2,648,685 ............. ..... 56,315 2,705,000 L. 46,81 ..
6099999 - Subtotal - BONAS . .. ... ..o 2,705,000 2,390,000.00 2,689,465 2,648,685 ............. ..... 56,315 2,705,000 L. 46,81 ..
TA99990 - TOTALS . e 2,705,000 ............. 2,689,465 2,648,685 .................. 56,315 L 2,705,000 .. 46,81 ..

(a) For all common stock bearing the NAIC market indicator 'U' provide: the number of such issues




STATEMENT AS OF JUNE 30, 2006 OF THE MEMPHIS MANAGED CARE CORPORATION

SCHEDULE DB - PART A - SECTION 1

Showing all Options, Caps, Floors and Insurance Futures Options Owned at Current Statement Date

1 2 3 4 5 6 7 8 10 1 12 13 14
Date of
Number of Maturity, Date of Year to Date Used to Adjust | Other Investment/
Contracts or | Expiry, or Strike Price, Acqui- Cost/Option Book Statement Fair Increase/ (Decrease) Basis of Miscellaneous
Description Notional Amount | Settlement Rate or Index sition Exchange or Counterparty Premium Value Value Value by Adjustment Hedged Item Income
m
8
SCHEDULE DB - PART B - SECTION 1
Showing all Options, Caps, Floors and Insurance Futures Options Written and In-Force at Current Statement Date
1 2 3 4 5 6 7 8 10 1 12 13 14
Date of
Number of Maturity, Date of Year to Date Other Investment/
Contracts or | Expiry, or Strike Price, Issuance/ Consideration Book Statement Fair Increase/ (Decrease) |  Used to Adjust Miscellaneous
Description Notional Amount | Settlement Rate or Index Purchase Exchange or Counterparty Received Value Value Value by Adjustment Basis Income

NONE
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STATEMENT AS OF JUNE 30, 2006 OF THE MEMPHIS MANAGED CARE CORPORATION

SCHEDULE DB - PART C - SECTION 1

Showing all Collar, Swap and Forwards Open at Current Statement Date

1 2 3 4 5 6 7 8 9 10 1" 12 13 14 15
Date of Date of Year to Date

Maturity, Strike Price, Opening Cost or * Increase Used to Adjust | Other Investment/
Expiry, or Rate or Index Rec Position or (Consideration Book Statement Fair (Decrease) by Basis of Hedged Miscellaneous Potential

Description Notional Amount | Settlement (Pay) Agreement Exchange or Counterparty Received) Value Value Value Adjustment Item Income Exposure

Showing all Futures Contracts and Insurance Futures Contracts at Current Statement Date
1 2 3 4 5 6 7 8 9 13
Variation Margin Information
10 11 12
Date of Used to
Number of Maturity Opening Adjust Basis of
Description Contracts Date Original Value Current Value Variation Margin | Position Exchange or Counterparty Cash Deposit Recognized Hedged Item Deferred Potential Exposure

NONE




STATEMENT AS OF JUNE 30, 2006 OF THE MEMPHIS MANAGED CARE CORPORATION

Month End Depository Balances

SCHEDULE E - PART 1 - CASH

1 2 3 4 5 Book Balance at End of Each 9
Month During Current Quarter
Depository Amount of Amount of *
Interest Interest Accrued 6 7 8
Rate of Received During at Current
Name Location and Supplemental Information Code Interest Current Quarter | Statement Date First Month Second Month Third Month
Open Depositories
SUNTRUST ... SUNTRUST BANK TN-General Operating. ............o. oo o s e M5,199
SUNTRUST ... SUNTRUST BANK TN-INVESIMENtS ... ..o o e e e 3,682,798 ... 2,458,802 ... .. 1,980,873 .
AMSOUTH.......................... AMSOUTH-General Operating ...............ooioie e o e 9,150,611 ... 8,281,786 ... 11,504,559 .
AMSOUTH.......................... AMSOUTH-ClaimS ... ... o e e (10,162,326) ... (11,448,836) ... (11,404,346) .
AMSOUTH.......................... AMSOUTH-PaYIOll . ... o 7007 (76) .......... (148) .
AMSOUTH.......................... AMSOUTH-ESCrow Cash . ... ... o e 1,022,816 ... 1,027,825 ... 1,029,926 .
AMSOUTH.......................... AMSOUTH-TIUSE . .. o 4,753,213 ... 4,341,083 ... 4,225,995
0199999 - TOTAL - OpeN DEPOSIOMIES . . .. .. ..o 8,569,388 ..... 4,660,584 ... 7,426,859 .
0399999 - TOTAL Cash O DEPOSIE . . ... ... 8,569,388 ..... 4,660,584 ... 7,426,859
0499999 - Cash in Company's OffiCe . . ... ... 600 ........... 600 ........... 600
0599999 - TOTALS 8,569,988 ..... 4,661,184 ... 7,427,459

EO08
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STATEMENT AS OF JUNE 30, 2006 OF THE MEMPHIS MANAGED CARE CORPORATION

SCHEDULE E - PART 2 - CASH EQUIVALENTS

Show Investments Owned End of Current Quarter

1
CUsIP
Identification

2

Description

Code

4
Date Acquired

5

Rate of Interest

6
Maturity Date

7
Book/Adjusted
Carrying Value

8
Amount of Interest
Due and Accrued

9
Gross Investment
Income

NONE




Report #2A: TENNCARE OPERATIONS STATEMENT OF REVENUES AND EXPENSES

Current Year

Previous Year

Member Months
REVENUES:
1 TennCare Capitation
2 Investment
3 Other Revenue
4 Total Revenue

EXPENSES:
Medical and Hospital Services
5 Capitated Physician Services
6 Fee for Service Physician Services
7 Inpatient Hospital Services
8 Outpatient Services
9 Emergency Room Services
10 Mental Health Services
11 Dental Services
12 Vision Services
13 Pharmacy Services
14 Home Health Services
15 Chiropractic Services
16 Radiology Services
17 Laboratory Services
18 Durable Medical Equipment Services
19 Transportation Services
20 Outside Referrals
21 Medical incentive Pool and Withhold Adjustments
22 Occupancy Depreciation and Amortization
23 Other Medical and Hospital Services
24 Subtotal
25 Reinsurance Expense Net of Recoveries
LESS:
26 Copayments
27 Subrogation
28 Coordination of Benefits
29 Subtotal

30 TOTAL MEDICAL AND HOSPITAL

Administration
31 Compensation
32 Marketing
33 Interest Expense
34 Premium Tax Expense
35 Occupancy Depreciation and Amortization
36 Other Administration

37 TOTAL ADMINISTRATION
38 TOTAL EXPENSES

39 NET INCOME (LOSS)

Current Year to Date
Period Total Total
513,661 1,031,779 2,246,795
84,468,782 167,488,161 367,876,872
280,042 588,298 864,208
- 0 43,358
84,748,824 168,076,459 368,784,439
3,120,098 6,581,296 12,205,478
14,904,731 28,187,471 93,556,322
26,188,278 54,708,352 90,584,074
1,847 2,219 138,972
5,557,017 12,139,085 27,868,700
6,593 10,299 17,119
407,399 839,886 1,926,889
- - 2,511
1,279,538 2,605,307 3,589,644
(233,443) 549,674 5,275,687
1,748,655 3,525,986 10,909,636
65,935 155,561 928,798
859,925 1,955,428 4,043,600
22,071,680 40,841,569 77,751,347
75,978,251 152,102,132 328,798,777
- - 1,760,123
6,093
244
- - 6,336
75,978,251 152,102,132 330,552,564
2,035,814 4,259,016 9,881,839
4,514 24,013 61,912
- o2 -
1,674,514 3,304,047 11,245,609
126,284 259,573 858,581
2,405,522 4,222,336 7,995,175
6,246,649 12,069,077 30,043,116
82,224,900 164,171,209 360,595,680
2,523,924 3,905,250 8,188,759




8/29/2006
9:38 AM

Memphis Managed Care Inc.
Reconcilation of Medical Services Monitoring Report (MSMR)
to Report 2A
As of June 30, 2006

MSMR REPORT
UB 92 Payments 66,676,690
HCFA 1500 Payments 47,051,898
Total Claim Payments 113,728,588
No Check Adjustments
Capitation 6,581,296
Reinsurance
Off Lag Adjustments 1,193,156
IBNR 30,599,092
COB Subro Adjustments
Total Medical Payments 152,102,132
Report 2A Line 30 152,102,132

Variance (0)



GRAND REGION WEST
MCO
|Memphis Managed Care Corporation
Reporting Month 2006
| Jun-06 Incurred Month TOTAL
January February March April May June

Enrollment 175,171 171,973 171,399 171,178 169,915 166,050 | 1,025,687

Payments for Medical Services for the Month
UB 92 Payments by the Claims Processing System 14,755,040 | 13,524,634 | 13,747,371 | 11,516,804 9,770,920 3,361,921 | 66,676,690
HCFA1500 Payments by the Claims Processing System 9,664,345 8,952,270 9,473,399 7,933,268 7,691,494 3,337,123 | 47,051,898
Dental Payments by the Claims Processing System 0 0 0 0 0 0 0
Capitation Payments 503,767 521,747 2,435,683 510,485 2,091,310 518,303 | 6,581,296
Pharmacy Payments 0
Subcontractor Payments for Medical Services 0
Reinsurance Payment 0 0 0 0 0 0 0
Other Payments/Adjustments to Medical Costs 75,235 153,492 141,807 222,525 347,038 253,060 | 1,193,156
Less: 0
BHO Capitation Revenue 0
Pharmacy Rebates 0
Recoveries not Claims Payments 0

Total Payments for the month 24,998,387 | 23,152,144 | 25,798,260 | 20,183,082 | 19,900,761 7,470,407 | 121,503,040
Remaining IBNR for the month 276,035 533,122 1,365,934 3,365,335 6,456,757 { 18,601,910 | 30,599,092

Payments and Remaining IBNR for the month 25,274,422 | 23,685,265 | 27,164,194 | 23548416 | 26,357,518 | 26,072,317 | 152,102,132
Per Member Expense 144.28 137.73 158.49 137.57 155.12 157.01 148.29
Per Member Month Exp. For Quarter 146.80 149.82
Per Member Month Exp. For Quarter in 2005 148.74 146.97
Per Member Month Exp. For Quarter in 2004 141.08 140.33
Percent Change from 2003 to 2004 0.0543176 0.0473184
Medical Services Budget for 2005 Quarter 156.82 153.92
(Over)/Under Budget 10 4




STATEMENT AS OF June 30, 2006 OF THE MEMPHIS MANAGED CARE CORP.

EXHIBIT 2 - ACCIDENT AND HEALTH PREMIUMS DUE AND UNPAID

1
Name of Debtor

2
1 - 30 Days

3
31 - 60 Days

4
61 - 90 Days

5
Over 90 Days

6
Non Admitted'

7
Admitted

NONE




STATEMENT AS OF June 30, 2006 OF THE MEMPHIS MANAGED CARE CORP.

EXHIBIT 3 - HEALTH CARE RECEIVABLES

1 2 3 4 5 6 7

Name of Debtor 1 - 30 Days 31 - 60 Days 61 - 90 Days Over 90 Days Non Admitted Admitted
0199999 Pharmaceutical Rebate Receivables
0299999 Claim Overpayment Receivables
0399999 Loans and Advances to Providers 90,000 90,000
0499999 Capitation Arranngement Receivables
0599999 Risk Sharing Receivables
0699999 Other Receivables 21,357 3,650 3,650 21,357
0799999 Gross Health Care Receivables 21,357 93,650 93,650 21,357




STATEMENT AS OF June 30, 2006 OF THE MEMPHIS MANAGED CARE CORP.

EXHIBIT 5 - AMOUNTS DUE FROM PARENT, SUBSIDIARIES AND AFFILIATES

1 2 3 4 5 6 Admitted
7 8
Name of Affiliate 1 - 30 Days 31 - 60 Days 61 - 90 Days Over 90 Days Non Admitted' Current Non-Current
Med-MRI - - - 25,078.00 25,078.00
Medplex - 3,000.00 3,000.00
The Health Loop -
Midsouth Health Solutions 287,055.00 - - - - 287,055.00
01999999 Individual Listed Receivables 287,055.00 - - 28,078.00 28,078.00 287,055.00 -

02999999 Receivables Not individually Listed
03999999 Total Gross amounts Receivable 287,055.00 28,078.00 28,078.00 287,055.00 -




Statement of Actuarial Opinion

I, A. Kirk Twiss, am associated with the firm of Reden & Anders, Ltd., and am a Member of the
American Academy of Actuaries. Reden & Anders, Ltd. has been retained by Memphis
Managed Care Corp. (MMCC) with regard to claim liabilities and related items. | meet the
Academy qualification standards for rendering the opinion and | am familiar with the valuation
requirements applicable to MMCC.

| have examined the actuarial assumptions and actuarial methods used in determining claim
liabilities listed below, as shown in the quarterly statement of MMCC, as prepared for filing with
state regulatory officials as of June 30, 2006:

Claims Unpaid (restated April 2002) $0
(Page 3, Line 1)

Remaining IBNR as of 6/30/2006 $30,760,407
(MFT report)

| have relied on listings and summaries of claims and other relevant data, as prepared by
MMCC. | relied on Jim Proctor, CFO for the accuracy of the data as expressed in the attached
statement. In other respects, my examination included such review of the actuarial assumptions
and actuarial methods used and such tests of the actuarial calculations as | considered
necessary.

I have not reviewed the financial position of any party related by contract to MMCC. | have
assumed that such parties are in a financial position to meet all liabilities resulting from such
contracts.

In my opinion, the amounts carried in the balance sheet on account of items identified above:

1. Arein accordance with presently accepted actuarial standards consistently applied and
are fairly stated in accordance with sound actuarial principles;

2. Are based on actuarial assumptions which produce reserves at least as great as those
called for in any contract provisions and appropriate to the purpose for which the
Statement was prepared,;

3. Meet the requirements of the insurance laws and regulations of the state of Tennessee
and are at least as great as the minimum aggregate amounts required by Tennessee;

4. Make a good and sufficient provision for all unpaid claims of the organization under the
terms of its contracts and agreements;



5. Are computed on the basis of assumptions consistent with those used in computing the
corresponding items in the annual statement of the preceding year-end; and

6. Include provision for all actuarial items which ought to be established.

| have reviewed the Underwriting and Investment Exhibit, Part 2B. The schedule was prepared
consistent with Section 3.6, Follow-Up Studies contained in Actuarial Standard of Practice No.

5, Incurred Health Claim Liabilities.

The reserves and related actuarial items identified above make adequate provision for the
anticipated cash flows related to the contractual obligations and expenses of MMCC, when
considered in conjunction with the assets held by MMCC with respect to such reserves and
related actuarial items, including, but not limited to, the cash flows on such assets and the
considerations anticipated to be received under such policies and contracts.

The actuarial methods, considerations and analyses used in forming my opinion conform to the
appropriate Standards of Practice as promulgated by the Actuarial Standards Board, which
standards form the basis of this statement of opinion.

A. Kirk Twiss

Fellow, Society of Actuaries

Member, American Academy of Actuaries
AKT:bc

August 29, 2006

Reden & Anders, Ltd.

200 W. Madison Street, Suite 2450
Chicago, IL 60606

(312) 429-3905





